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INVESTMENT COMPANIES AND INCOME TAX 
By A. Douglas Downie, C.A. 


INVESTMENT COMPANIES ARE, IN EFFECT, 
media whereby investment income is 
funnelled to the shareholders who 
have contributed the funds for in- 
vestment. The nature of the income is 
not changed; it comes in as interest or 
dividends and it goes out as dividends 
to the shareholders. 


Prior to 1941, investment companies 
received no special tax consideration. 
They were assessed for corporation 
income tax in the same manner as other 
corporations were assessed and the same 
rates of tax applied. Dividends received 
from other tax-paying Canadian corpora- 
tions were not included in taxable income 
but bond interest, dividends from Can- 
adian corporations exempt from Cana- 
dian income tax, and dividends from 
foreign corporations, all constituted in- 
come taxable in the hands of the invest- 
ment company. The expenses of operat- 
ing the company were apportioned be- 
tween taxable and non-taxable income. 


In 1941, certain investment companies 
were exempted from excess profits tax by 
s. 7(f) of the Excess Profits Tax Act 
and in 1946 a similar exemption was 
introduced into the Income War Tax Act 
by s. 4(w) as amended that year. 

In 1948 the Income War Tax Act was 
replaced by the Income Tax Act applic- 
able to taxation years ending in 1949 


and thereafter. The counterpart of s. 
(4)(w) of the Income War Tax Act 
appeared, with some change in wording, 
as s. 62 of the Income Tax Act. This 
provision was amended by s. 31 of the 
Income Tax Amendment Act, 1949 (2nd 
Sess.), c. 25, on December 10, 1949, and 
the amendment is also applicable to 
taxation years ending in 1949 and there- 
after. 

The reasons underlying the amend- 
ment are to be found in s. 17 of the 1949 
amending statute which repealed s. 35 
of the Income Tax Act as initially en- 
acted and replaced it with a new s. 35 
under which a 10% credit is extended to 
individual taxpayers in respect of divi- 
dends received from taxable corporations. 

For the purpose of the exemption a 
taxable corporation is defined as “‘a cor- 
poration that 

(a) was resident in Canada in the tax- 

ation year in which the dividend 
was received or deemed to have 
been received, and 

(b) was not, by virtue of a statutory 

provision, exempt from tax under 
this Part for the year”. 


This granting of relief to shareholders 
in respect of dividends received from tax- 
able corporations is of major importance 
to investment companies. If an invest- 
ment company satisfies all the conditions 
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specified by s. 62 of the Income Tax Act 
it is exempt from income tax under the 
Act, but if so exempt then it is not a 
“taxable corporation” within the meaning 
of s. 35 and its shareholders are not en- 
titled to the 10% tax credit in respect 
of dividends received therefrom. 

Section 62 was, however, amended at 
the same time as s. 35 to permit an in- 
vestment company, without otherwise dis- 
qualifying itself as such, to pay tax under 
the Income Tax Act in the same manner 
as other corporations and thereby confer 
on its shareholders the right to benefit 
from the tax credit on dividends paid by 
the investment company. 

Under the amendment to s. 62 enact- 
ed in 1949 an investment company to be 
entitled to the exemption from tax must, 
amongst other things, distribute an 
amount not less than 85% of its tax- 
able income plus exempt income for the 
year (other than dividends or interest 
received in the form of shares, bonds 
or other securities that have not been 
sold before the end of the taxation year) 
minus taxes paid to other governments 
and to the shareholders before the 
end of the year (s. 62(2)(e)). Un- 
der s. 62(2)(f), however, the company 
may elect in a prescribed manner within 
90 days from the commencement of the 
taxation year to pay tax. An election 
once made remains in effect in future 
years until revoked in a prescribed man- 
ner before the taxation year. 

For the 1949 taxation year, an elec- 
tion under para. (f) may be made in 
the prescribed manner within 90 days 
from December 10, 1949. 

Section 62(2)(f) gives investment 
companies the right to elect to pay tax 
and to revoke an election from year to 
year. Each year is treated separately and 
the 85% distribution of earnings is 
measured within each taxation year. For 
1949, which is the first year to which 
these changes apply, all dividend pay- 
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ments made in 1949 are included in com- 
puting the total distribution made “be- 
fore the end of that year’. 


Section 62(2) (e) as originally enacted 
read: 

“at least 85% of its taxable income 

plus exempt income . . . . was dis- 

tributed to shareholders before the 

expiration of 120 days after the end 

of the year”. 


This has now been changed to read — 
“an amount not less than 85% of its 
taxable income plus exempt income 
. . .. Was distributed to shareholders 
before the end of the year’. 

It follows that if an investment com- 
pany decides to remain exempt from tax 
for 1949, then its dividend payments 
in 1949 must aggregate not less than 
85% of its income. If, however, election 
is made to pay tax under s. 62(2)(f) 
the amount of dividend distribution is 
immaterial. 

All of the foregoing applies to Do- 
muinion taxation. 


Since its re-entry into the corporation 
income tax field in 1947, Ontario has 
granted investment companies exemption 
from Ontario corporation tax by s. 
14(3)(k) of the Corporation Tax Act, 
1939, which is in virtually the same 
terms as s. 62 of the Dominion Act, but 
has no counterpart to paras. (e) and (f) 
of the Dominion Act. In place of these 
the Ontario Act still imposes the follow- 
ing requirement, namely that the net in- 
come of the company for the fiscal year 
be distributed to the shareholders within 
120 days after the close of the fiscal 
year to the extent of 85% thereof or 
more; “provided that the term ‘net in- 
come’ as used in this subclause means the 
income that would be taxable under this 
section but for this clause, plus income 
that would be exempt from tax under 
this section, minus taxes paid to other 
governments and minus dividends and 
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interest received in the form of shares, 
bonds or other securities that have not 
been sold before the end of the fiscal 
year.” s. [14(3)(k)(v)]. In order 
to maintain exemption from Ontario cor- 


A CERTAIN MR. WOLFSON, AN ENG- 
lishman and, one gathers, a gentleman 
of astuteness, was the owner of 700 of 
the 1000 issued shares in a very suc- 
cessful investment holding company, the 
remaining shares being held 100 each 
by his two brothers, and the balance of 
100 by himself and the family solicitor 
as trustees under a settlement made by 
Mr. Wolfson’s father. The three 
brothers, actuated by the worthy desire 
of making financial provision for their 
sisters, consulted their solicitor, as a re- 
sult of which a deed of covenant was 
executed in which each of them irre- 
vocably covenanted to pay to Mr. Wolf- 
son and the family solicitor as trustees 
on April 1 of each year, for a fixed 
period of years, an annual sum equal to 
the net dividends received by each bro- 
ther in the previous year from the hold- 
ing company. The trustees, in their place, 
were to stand possessed of the sums so 
received upon trust to pay to each of the 
sisters for her Jife a sum equal to £450 
a year after deduction of income tax at 
the standard rate. 


The terms were, of course, more 
elaborate than these and there were ad- 
ditional terms, but for our purposes this 
brief summary will suffice. Now this 
arrangement was, as will hereafter be 
shown, a remarkably advantageous 
scheme from the point of view of every- 
one concerned, saving only the Revenue, 





TAX AVOIDANCE AND THE COURTS 
By Melville Pierce, B.A., LL.B. 
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poration tax, investment companies must 
therefore continue to make a dividend 
distribution of at least 85% of income 
before the expiration of 120 days after 
the end of the fiscal year. 


and it was because of the latter’s chagrin 
at being excluded that the whole affair 
was brought to light — to the edification 
of us, but, regrettably, without any con- 
sequent gratification to the Revenue. 
(See Wolfson v. C.I.R. (1949) 31 Tax 
Cas. 141). 

In the first year in which this 
scheme operated Mr. Wolfson received 
net dividends from the holding company 
amounting to more than £17,000, and 
the other settlors received amounts cor- 
responding to their share interest. Al- 
together a sum of £20,000 was 
paid over by the settlors to the trus- 
tees pursuant to the deed of covenant. 
Of this sum the trustees lent £18,000 to 
a company, Great Universal Stores Ltd., 
of which our Mr. Wolfson was the man- 
aging director, and that company in turn 
purchased for an identical sum prefer- 
ence shares in a company called Leslie’s 
Stores Ltd. But that was not the end, 
for these last mentioned shares were 
then repurchased for precisely £18,000 
by the trustees of the settlement, and no 
sooner bought than sold again, for the 
same sum, to none other than our Mr. 
Wolfson’s wife. The trustees (one of 
whom, remember, is Mr. Wolfson) 
now having again the same sum 
with which this series of deals began, 
namely £18,000, purchased £4,000 War 
Bonds and loaned £14,000 to Great Uni- 
versal Stores Ltd. (of which, as we have 
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said, our Mr. Wolfson was the manag- 
ing director and which was the same 
company to which the £18,000 had been 
loaned in the first place). Mr. Wolfson’s 
wife had in the meantime acquired fur- 
ther shares in Leslie’s Stores Ltd. and 
she now sold the whole of her shares to 
(guess who?) . . . the Great Universal 
Stores Ltd., of which her husband was 
... (but there, we have said that before) 
— and she did so at a whopping profit, 
which was presumably a non-taxable 
capital gain, of £110,000. 

It is not necessary (it is certainly not 
easy) to follow all the above transac- 
tions — they are cited only to show what 
one can do if one really tries. 

The magnificence of this whole busi- 
ness appears, however, when it is ex- 
amined for tax consequences. If the Can- 
adian Income Tax Act were applicable, 
which, of course, it is not, the situation 
would simply be that Wolfson had re- 
ceived dividends from the investment 
holding company, which the Revenue 
would seek to charge to tax in his hands 
at the graduated rates applicable to his 
total personal taxable income, and the 
payment made to the trustees of the set- 
tlement, though made pursuant to a bind- 
ing personal obligation, would doubtless 
be regarded by our Revenue as a disposi- 
tion of income after its receipt and 
therefore not an admissible deduction. 

Not so, however, in Britain. Unlike 
ours the British Act provides two separ- 
ate and distinct taxes, the first being in- 
come tax, which is imposed at a standard 
rate on annual profits and gains at their 
source and without any necessary regard 
to the ultimate recipient. Thus in the case 
of a trading company, tax is payable by 
the company on its annual profits and 
then deducted by the company when pay- 
ing dividends. There is, however, in addi- 
tion, a graduated personal tax called sur- 
tax, which is payable by every individual 
upon his “total income from all sources” 
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if it exceeds a fixed amount, with credit 
being given for tax previously deducted 
at the source. In the computation of his 
total income for surtax purposes, how- 
ever, a taxpayer is entitled to deduct an- 
nual payments which he is obliged to pay 
to another and which, ordinarily at any 
rate, will constitute part of the “‘total 
income“ of such other person. 

Now, what happened here was this. 
Wolfson received from the holding com- 
pany some £17,000 by way of dividends, 
which in fact represented some £26,000 
before deduction of tax at the standard 
rate. Inasmuch, however, as Wolfson 
was obliged to pay, and did pay under 
his irrevocable covenant in the settlement, 
an amount equal to his net dividends, to 
trustees, he contended that his total in- 
come from all sources was reduced to 
the extent of the amount of such annual 
payment. 


This is obviously a ready-made device 
for the avoidance of tax, and it is not 
surprising that the British Parliament has 
taken steps for its prevention. The en- 
actment in question prescribed (we do 
not reproduce all of it): “If and so 
long as the terms of any settlement are 
such that any person has or may have 
power to determine the settlement . . 
any sums payable by the settlor . . . shall 
be treated as the income of the settlor 
and not as the income of any other per- 
son.” It was the Crown’s contention 
that because Wolfson controlled the in- 
vestment holding company and could pre- 
vent it from declaring a dividend or 
could, with the co-operation of another, 
put it into liquidation, he had power to 
determine the settlement within the 
meaning of the enactment. 


Now it cannot be denied that Wolf- 
son did have power to decide whether 
any amount or none should be paid to 
the trustees pursuant to the settlement, 
and it is also evident that he could, with 
the co-operation of another shareholder, 
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effectually put an end to his obligation at 
any time by putting the investment com- 
pany into liquidation. And it is clear 
also that the device adopted did not affect 
Wolfson’s control over the investment 
company or create any real barrier be- 
tween him and the enjoyment of the 
company’s profits. In other words, it is 
difficult to escape the conclusion that 
the whole object of the device was to 
obtain without payment of tax the use 
of funds which in the normal course 
could only be obtained on payment of a 
substantial amount of surtax. 

It is interesting, therefore, to see what 
the British Courts made of this situation. 


Before the Special Commissioners the 
Revenue was successful, but, though it 
persisted to the last, it was unable to 
maintain its success before any of the 
three Courts to which the matter was 
successively appealed. In the King’s 
Bench Division Atkinson J. was against 
it; in the Court of Appeal, two of the 
three Judges thought likewise, and in 
the House of Lords all five of their Lord- 
ships concurred that the Crown hadn’t a 
leg to stand on. 


All three Courts rested their decisions 
upon a strict construction of the statu- 
tory provision to which reference has 
been made. They held that only the 
terms of the settlement itself, namely, the 
deed of covenant, could be looked at for 
the power to determine the settlement, 
and the fact that the settlor, either alone 
or in conjunction with others, had power 
outside the terms of settlement to put an 
end to the annual payments was irrele- 
vant. Had this been Parliament’s inten- 
tion, said Lord Simonds, nothing could 
have been easier than to say so. And 
he added: 


It was urged that the construction that 
I favour leaves an easy loophole through 
which the evasive taxpayer may find es- 
cape. That may be so; but I will repeat 
what has been said before. It is not the 
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function of a court of law to give to words 
a strained and unnatural meaning because 
only thus will a taxing section apply to 
a transaction which, had the Legislature 
thought of #, would have been covered 
by appropriate words. (Italics added) 
Lord Normand commented: 
That [the enactment] may be easily 
evaded is possible. That is a comsidera- 
tion which is wrelevant to its proper in- 
terpretation, and there is the practical 
answer that it may be easily amended; but 
that is for Parliament not the Courts. 
(Italics added) 
So much for Wolfson’s case. But 
there is another. 


Shortly after the final judgment in 
Wolfson’s case the House of Lords was 
confronted with an appeal in which, if 
the taxpayers were successful, the Re- 
venue would be deprived of a vast 
amount of tax. In this case Lord Vestey 
and Sir Edmund Vestey, directing heads 
of an enormous beef trust headed by 
Union Cold Storage Co. Ltd., evolved the 
following scheme upon the advice of 
their solicitors. By a lease dated Decem- 
ber 29, 1921 the Vesteys demised cer- 
tain foreign properties to Union Cold 
Storage at a rent of £960,000 per annum, 
which was directed to be paid to trustees 
resident in Paris. The lease was deter- 
minable on 6 months’ notice by either 
lessors or lessees, and it also provided 
that the Vesteys might withdraw any of 
the properties therefrom with a conse- 
quent reduction in the rent. This last 
power was in fact exercised from time 
to time. On the day following execu- 
tion of this lease the Vesteys by deed 
settled the rent payable upon the Paris 
trustees on the following trusts: the 
trustees were directed to receive and capi- 
talize the rent by investing it, including 
power to lend on personal credit or to 
any company with or without security. 
Such investment was to be carried out on 
the directions of the Vesteys during their 
joint lives. Ultimate beneficiaries of the 





164 


settled fund and accumulated income 
were to be the children or remoter issue 
of the settlors, as they might by deed or 
will appoint. 

By this device the Vesteys thus trans- 
ferred from themselves to their nominees, 
who were not subject to British fiscal 
laws, a vast annual sum, while at the 
same time retaining effective control over 
the moneys so transferred, and continu- 
ing to enjoy the inestimable advantage of 
residence in England, where they desired 
to be. The question was whether they 
also were successful, as was clearly the 
main object of the arrangement, in avoid- 
ing payment of income tax and surtax. 
For it may be said that the Revenue au- 
thorities and the British Treasury are not 
blind to the various devices which human 
ingenuity can contrive to escape the dead- 
ly burden of taxation (and which, from 
the vast amount of space devoted to it 
in the Tax Reports, appears to be a prac- 


tice indulged in by many of Britain's 


wealthier residents). Almost annually 
the British Finance Acts contain some 
specific provision whose design is quite 
clearly to counter such efforts on the 
part of taxpayers. The question is al- 
ways whether Parliament used the right 
words to effect that intention, and that 
indeed became the question here. 


Before considering the British enact- 
ments applicable to this case it may be 
of interest to look at some of the Cana- 
dian provisions. Note that in this case 
there were (1) an assignment of rents 
to trustees, and (2) a settlement of 
those sums in trust. The transfer of 
the rents to the Paris trustees might be 
held (then again, it might not) to fall 
within s. 16(1) of our Act as being a 
transfer made pursuant to the direction 
of the transferors for the benefit of them- 
selves or of others whom they desired to 
benefit. If so, the transferors would be 
chargeable on the whole amount of the 
sum transferred, namely £960,000 a year, 
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a tidy sum. Again if the transfer were 
held to be a “non-arms length transac- 
tion” (whatever that may be) s. 23 of 
the Canadian Act would apply to ren- 
der the transferors chargeable on the 
whole £960,000. And again, if the 
trust property, which in this case is the 
assigned rents, is held by the trustees 
on condition that (1) it may revert to 
the settlors, or (2) that it is subject 
to their subsequent disposition, or (3) 
that it may not be disposed of during 
their lifetime except on their consent, s. 
22(2) would apply to render the settlors 
chargeable, not on the whole £960,000 
per year, but on the annual income there- 
from. Section 125(2) might also be 
invoked on the ground that a benefit was 
conferred on a taxpayer as a result of a 
non-arm’s length transaction. However, 
if this provision applies, it is the tax- 
payer upon whom the benefit is confer- 
red who becomes chargeable; and who 
that might be here and the value of 
the benefit, if any, are not easy ques- 
tions to answer. Perhaps the Revenue 
authorities would find still other enact- 
ments under which to prevent the avoid- 
ance of tax. (And there is always s. 
126.) 


In Britain the statutory provisions are 
of course not the same. And although 
a thorough consideration of them might 
well repay even the Canadian reader we 
will spare him that task. Suffice it to 
say that the statutes in question raised 
such questions as the following: did the 
Vesteys’ power to determine the lease 
amount to a power to determine a provi- 
sion of the settlement; did either of the 
Vesteys retain an interest in any income 
arising under or property comprised in 
the settlement because of their power to 
direct the investment of the settled fund; 
did either of the Vesteys acquire under 
the settlement a right by virtue of which 
he had the power to enjoy that settled 
income; and several others. 
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To cut a long story short, the result 
of this dispute may be summarized as 
follows. The Revenue was successful 
before the Special Commissioners, lost a 
substantial part of its judgment before 
Macnaghten J., recovered most of it in 
the Court of Appeal, and then lost all of 
it in the House of Lords. 

In all three Courts the decision was 
arrived at after a most meticulous con- 
struction of the precise words of the 
various statutes, and with that we are 
not here particularly concerned. But ve 


are vitally concerned with the spirit in: 


which their Lordships approached the 
task of construction. For it is clear 
enough that if a Court regards one of 
its functions in tax litigation as the pre- 
vention of tax evasion and supposes that 
a taxing statute must, if necessary, be 
construed as if this were its intention in 
substance whatever its words, the result 
will frequently be different than if the 
Court confines itself to ascertaining the 
meaning which naturally and properly 
flows from the words of the enactment. 

The latter alternative has always been 
the view taken by the Judges who adorn 
the Benches of Westminster Hall. 

Assuredly it is no part of the duty of a 
Court of law to serve as a part of the 
tax collecting machinery, an arm of the 
executive, but rather to be an impartial 
intermediary between the executive and 
the objects of its vast powers, namely, 
you and me. Though it may sound trite 
and sententious, only thus can the liber- 
ties of the subject be maintained, and it 
has always been the pride and glory of 
the courts of common law that this has 
been their trust and that they have kept 
it. 


Said Lord Simonds in Vestey’s Execu- 
tors V. C.ILR. (1949) 31 T.C. 1 at p. 80: 
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The determination of these appeals in- 
volves a consideration of two Acts of 
Parliament which were designed to bring 
within the ambit of taxation to income 
tax and surtax income which would other- 
wise escape that burden. For that rea- 
son and because the ways of those who 
would avoid liability to tax are often 
‘devious and obscure, the sections are 
framed in language of the widest and most 
general scope, and in the case of one of 
the Acts (I refer to s. 18(4) of the 
Finance Act, 1936) the operative subsec- 
tions are reinforced by a provision which 
appears to exhort the assessing authority, 
and presumably the Court, to let the bal- 
ance wherever possible, be weighted 
against the taxpayer. But, this notwith- 
standing, I think that st remains the tax- 
payer's privilege to claim exemption from 
tax unless his case is fairly brought within 
the words of the taxing section, and it 
is in this light that 1 examine the ap- 
plicability of the relevant enactments] to 
the circumstances of the late Lord Vestey 
and his brother Sir Edmund Vestey. 
(Italics added) 

And we may conclude this comment 
with the following words of Lord Nor- 
mand, words which ought to be en- 
shrined: 

Parliament in its attempt to keep pace 
with the ingenuity devoted to tax avoid- 
ance may fall short of its purpose. That 
is a misfortune for the taxpayers who do 
not try to avoid their share of the burden 
and it is a disappointment to the Inland 
Revenue, but the Court will not stretch 
the terms of taxing Acts in order to im- 
prove on the efforts of Parliament and to 
stop gaps which are left open by the 
statute. Tax avoidance is an evil, but it 
would be the beginning of much greater 
evils if the Courts were to overstretch the 
language of the statute in order to sub- 
ject to taxation people of whom they 
disapproved. (Italics added) 
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Graham ]. (ad hoc.), Chairman, Fabio Monet Esq., K.C., Assistant Chairman, and 


Lewis v. M.N.R. 


Net worth assessment — IWTA 5s. 47 

— Estimate of living expenses — Pro- 

duce of farm consumed by farmer part 
of profit or gain received 


Appellant appealed against an assess- 
ment made by the Minister on a net 
worth basis pursuant to IWTA s. 47, 
contending that the Minister’s estimate 
of appellant's living expenses of $700 per 
year was excessive, and he testified that 
the family expenditures for groceries and 
clothing amounted to about $400 a year. 
In his income tax returns, which the 
Minister had rejected as insufficient, ap- 
pellant stated that the average value of 
the produce grown on his farm and con- 
sumed by his family was $200 per an- 
num 


Held (per Graham J.; F. Monet concur- 
ring), although satisfied that appellant 
and his wife lived as economically as it 
it possible to do, the Minister’s estimate 
of living expenses at $700 was a reason- 
able and proper amount to allow. In 
addition to expenditure on food and 
clothing, living expenses include such 
items as certain insurance premiums, 
medical, dental and hospital expenses, 
non-deductible donations, pleasure trips, 
outlays for household furniture, linens, 
etc.; and if the taxpayer keeps no record 
of these the Minister must reasonably 
estimate the amount so expended. Fur- 
ther, the fair value of the produce 
grown on the farm and consumed by the 
family may properly be included. ‘‘Such 
produce is a part of the general gain or 
profit in the business of farming carried 
on by the taxpayer and . . . should be 


considered a gain or profit received by 
the taxpayer.” 
June 7, 1950 


Appeal dismissed 





W. S. Fisher Esq., K.C. 


Albro Securities Ltd. v. M.N.R. 
Stock Dividend — Valuation of — Par 
value or market value — Amount cap- 
italized — Amount transferred to cap- 
ital surplus — IWTA s. 2(1)(b) 


In February, 1947 appellant company, 
a non-resident-owned investment corpor- 
ation under the IWTA, received a 5% 
stock dividend, being 150 shares, on its 
shareholdings in the Noma Electric Co., 
a United States company. The shares 
so issued by the Noma Co., and also 
those previously outstanding, had a par 
value of $1 each. Market quotation for 
Noma shares the day before the shares 
went ex dividend was 2014 and it drop- 
ped about $1 per share the day after 
the stock went ex dividend, and it re- 
mained at that amount after issue of the 
stock dividend. In connexion with the 
issue of the stock dividend the Noma 
Co. transferred on its books $1 per share 
(some $30,368 in all) from its approp- 
riated surplus account to capital stock 
account and $18 per share (some $546,- 
626 in all) to capital surplus account. 
In its income tax return for 1947 ap- 
pellant company included a receipt of 
$150 in respect of the stock dividend, 
i.e., at their par value, but was assessed 
at a valuation of $19 per share. 

Held (per tot. cur.), the appeal must be 
allowed. 

Notwithstanding the market value of 
$19 for the new shares, the shareholder 
in fact made no profit since the market 
value of 20 shares before the stock divi- 
dend was almost exactly the same as he 
could thereafter receive for 21 shares. 

A stock dividend is a dividend issued 
by a company in its own capital stock 
and is effected by a transfer from the 
company’s surplus account to its capital 
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account of an amount equal at least to 
the par value of the stock dividend, and 
the amount so transferred is thus ear- 
marked and established as capital of the 
company which is not available for pay- 
ment of dividends under company law 
whereas amounts transferred to capital 
surplus account do remain available for 
distribution to shareholders by way of 
cash dividend. These are considerations 
to be kept in mind when considering the 
payment of a stock dividend and in de- 
termining its value for income tax pur- 


poses. 


June 8, 1950 Appeal allowed 


Dauntless Co. v. M.N.R. 


Stock dividend — Valuation of — Par 
value or amount transferred from earned 
surplus —IWTA 5s. 15 


Appellant company was assessed under 
IWTA s. 15 in respect of its 1948 tax- 
ation year on certain shares of stock in 


Standard Oil Co. of New Jersey, which 
it had received as stock dividends in 
June and December, at a valuation of 
$70 per share in respect of shares issued 
in June and at $75 per share in respect 
of shares issued in December. The par 
value of the shares was $25 per share, 
and in giving effect to the stock divi- 
dends the Standard Oil Co. debited its 
earned surplus account with $70 per 
share for the June dividend and $75 per 
share for the December dividend, cred- 
iting $25 per share to its capital stock 
account per share for both dividends and 
crediting its capital surplus account with 
$45 per share for the June dividend and 
$50 per share for the December divi- 
dend. Appellant company in its return 
valued the shares at $25 each. 


Held (W. S. Fisher and F. Monet), the 
appeal should be allowed and the assess- 
ment varied by reducing appellant com- 
pany’s taxable income by the amount in 
excess of $25 per share: Albro Securities 


The TAX REVIEW 


167 


Lid. v. M.N.R., ante, p. 166, followed. 
June 14, 1950 Appeal allowed 


Editor’s Note: In both these cases the Rev- 
enue appears to have assessed the companies 
under IWTA s. 15, which reads: 


When, as a result of the reorganization 
of a corporation or the readjustment of 
its capital stock, the whole or any part 
of its undistributed income is capitalized, 
the amount capitalized shall be deemed to 
be distributed as a dividend during the 
year in which the reorganization or read- 
justment takes place and the shareholders 
of the said corporation shall be deemed 
to receive such dividend in proportion to 
their interest in the capital stock of the 
corporation or in the class of capital stock 


affected. 


It will be observed that amongst other con- 
ditions to the operation of this provision 
there must be either a reorganization of the 
corporation or the readjustment of its capital 
stock, and the deemed dividend is limited 
to the amount of earned surplus which is 
capitalized. There are no definitive decisions 
of the Courts as to the meaning of any of 
the words italicized above (but see Bagg V. 
MNR [1949] C.T.C. 316 on “capitalize’), 
and it is certainly doubtful whether a mere 
issue of additional capital stock, whether by 
sale or by means of a stock dividend, con- 
stitutes either a reorganization of the com- 
pany or a readjustment of its capital stock. 
Neither of those difficult questions is touched 
on in this decision, and were it not for the 
statement in the Albro case that the amount 
transferred by the issuing company from its 
earned surplus to its capital account thereby 
became earmarked and established as non-dis- 
tributable capital, one would be justified in 
assuming that the decision does not rest upon 
IWTA s. 15 at all but rather upon the 
valuation to be given to a stock dividend. 
For the IWTA also declares in s. 2(1) (b) 
that “dividends”, which are chargeable as in- 
come, shall include stock dividends, and in 
the Albro case the Court appears to say that 
the stock dividend there did not in fact rep- 
resent any profit to the recipients since as a 
result of it there was a proportionate diminu- 
tion in the value of the shares which they 
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already held. In the Dauntless case, how- 
ever, nothing is said as to the market value 
of the shares, from which it appears that the 
Court was not in that case concerned with 
the real value of the stock dividend to the 
recipients. 

One is therefore at a loss to say upon what 
grounds these two decisions rest, but it would 
appear to be either that under s. 15 there 
was a deemed dividend equal to the amount 
transferred by the issuing company from its 
earned surplus to its capital stock account or 
under s. 2(1)(b) and s. 3 because the stock 
dividend did not result in a profit to the 
shareholders in excess of that reported by 
them, which amount, of course, was not in 
dispute. 


National-Bushman Ltd. v. M.N.R. 
Structural improvements to building ef- 
fected by tenant — Cost not deductible 

from tenant's operating profits 


Appellant company, manufacturers and 
wholesalers, leased a building from an- 
other company (controlled by the same 
shareholders) for a two-year term. Be- 
cause of the nature of its manufacturing 
process appellant company required a 
far more elaborate heating system than 
that contained in the building, which 
was suited to the ordinary use of the 
building. With the landlord’s permis- 
sion appellant company therefore in- 
stalled a new heating system which in- 
volved structural changes to the premises. 
In its income tax return for 1946 
it claimed to deduct one-half of its 
costs in effecting these structural changes 
and installation, and contended that it 
was good accounting practice to write off 
tenant’s improvements over the life of a 
lease. The Minister, however, would 
only allow appellant to claim deprecia- 
tion on his expenditure at the rate of 
10% per annum. 

Held (per W. S. Fisher and F. Monet), 
inasmuch as the improvements so effect- 
ed became fixtures and thus the property 
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of the landlord the tenant was not en- 
titled to deduct their cost from his profits 
over the term of his lease. Whether ap- 
pellant was entitled to any depreciation 
allowance in respect of assets which be- 
longed to the landlord, it was not neces- 
sary to decide. 
May 31, 1950 Appeal dismissed 
Charlebois v. M.N.R. 
Gruner v. M.N.R. 
Child qualified for family allowance — 
Meaning of — Includes child not regis- 
tered if qualified — IWTA s. 2(1)(a), 
5(1)(a) 

The appellant, Charlebois, was the 
father of four children, and Gruner, an- 
other appellant, of six children, all of 
whom were under 16 and wholly de- 
pendent upon their respective fathers for 
support, but whom neither father had 
registered under the Family Allowances 
Act (Dom.) 1944, c. 40 although it 
appeared that the children fulfilled all 
the requirements for registration and the 
benefits of the Act. Both appellants 
claimed a deduction from their respective 
incomes under IWTA s. 5(1)(d) of 
$100 instead of $300 for each child and 
a further deduction from the tax pay- 
able in each year of the amounts which 
would have been received in family al- 
lowances if the children had been regis- 
tered under the Act. 


Held (F. Monet; W. S. Fisher concur- 
ring in the result), under IWTA s. 2(1) 
(a) the term “child qualified for family 
allowance” used in s. 5(1)(d) includes 
a child who ‘might have been qualified 
by registration” under the Family Al. 
lowances Act, i.e., a child who otherwise 
fulfils all the conditions necessary for 
benefiting under such Act, and on the 
evidence here appellant's four children 
met this requirement. 


June 20, 1950 Appeals dismissed 
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Lv. MN. 


Income Tax — Bank employee reim- 
bursed by employer for tuition fee — 
Not income — IWTA s. 6(1) (a), 


(4), (f) 


In 1940 L paid a tuition fee of $50 
to a school in connection with an ad- 
vanced banking course which he had 
been encouraged by his employer to take. 
He served in the Armed Forces during 
the war and did not complete the course 
until 1947. Upon successfully passing 
the examination he was reimbursed his 
tuition fee of $50 by his employer and 
paid a bonus of $25. He reported both 
sums in his tax return but claimed a de- 
duction of the $50. 

Held (per W. S. Fisher; F. Monet con- 
curring), the $50 so reimbursed him by 
his employer was not income in his hands 
and not chargeable to tax. Inasmuch as 
no disbursement or expense was made by 
L in 1947 in connection with the bank- 
ing course the prohibitory provisions of 
IWTA s. 6(1)(a), (b), and (f) were 
irrelevant. 

June 14, 1950 Appeal allowed 


Garber v. M.N.R. 


Expenses of earning income — Insurance 
agent — Onus of proof — IWTA s. 
6(1)(4) 


An insurance agent claimed a deduc- 
tion from salary and commissions total- 
ling $8357 earned in 1947 of expenses 
amounting to $4989, of which amount 
$1889 was disallowed by the Minister 
under IWTA s. 6(1)(a) as being ex- 
penses not wholly, exclusively and neces- 
sarily laid out for the purpose of earn- 
ing the income. At the hearing appel- 
lant produced vouchers for $1081 ex- 
penses only and substantiated the bal- 
ance claimed by his own testimony that 
he felt that $4989 was the amount he 
expended. 
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Held (F. Monet and W. S. Fisher), ap- 
pellant failed to satisfy the onus on an 
appellant to show that the assessment is 
wrong. 

June 15, 1950 Appeal dismissed 


Montaine v. M.N.R. 

Net worth assessment — Headwaiter — 
Tips — Gambling winnings — Onus of 
proof — IWTA s. 47 

On an appeal against “net worth”’ as- 
sessments for 1946 and 1947 made pur- 
suant to IWTA s. 47 appellant, a head- 
waiter in a Vancouver night club, testi- 
fied that his salary as headwaiter was $16 
a week in 1946 and $27.50 a week in 
1947, and that his income from tips av- 
eraged $25 a month in 1946 and $35 a 
month in 1947. He attributed the sub- 
stantial increase in his net worth in such 
years to gambling winnings, and though 
he called witnesses to testify that he had 
made substantial wins in gambling he 
kept no record of his wins and losses. 


Held (Graham J. and F. Monet; W. S. 
Fisher concurring in result), although 
satisfied that appellant did on occasion 
make substantial wins, his evidence was 
insufficient to rebut the presumption of 
validity which attaches to an assessment 
under IWTA s. 47. It is difficult to be- 
lieve that his remuneration from the 
night club was as little as he testified, 
having regard to his training and exper- 
ience. 

To rebut the presumption of validity 
attaching to an assessment made pursu- 
ant to s. 47 the evidence must satisfy the 
Board that the assessment is incorrect. 
A mere statement unsupported by docu- 
ments that the increase in net worth is 
due to gambling operations is insufficient 
where the Minister has adopted a method 
that on its face appears to be fair and 
reasonable in determining the tax pay- 
able. 


June 7, 1950 Appeal dismissed 
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Buraglia v. M.N.R. 


Legal costs — Engineer acquitted of 

driving while intoxicated — Costs pro- 

hibited from deduction — IWTA s. 
6(1)(b), (f) 


Appellant, a civil engineer, incurred 

expenses of $1075 for counsel and wit- 
ness fees in successfully defending him- 
self against a charge of driving a motor 
vehicle while intoxicated. He had been 
arrested while returning from a meeting 
at which his professional services had 
been required, and he was acquitted on 
the ground that the condition which led 
to his arrest was due to a long period 
of overwork and exhaustion rather than 
drinking. 
Held (F. Monet and W. S. Fisher), 
dismissing his appeal, the legal expenses 
so incurred were prohibited from deduc- 
tion both by IWTA s. 6(1)(a) as be- 
ing expenses not wholly, exclusively and 
necessarily laid out to earn his income 
and by IWTA s. 6(1)(f) as being per- 
sonal expenses. 


June 15, 1950 Appeal dismissed 


Cameron v. M.N.R. 


Dominion Government — Annuity Con- 
tract — Acceleration of maturity date — 
Exemption — IWTA s. 5(1)(k) 


A Dominion Government Annuity 
Contract executed in December, 1939, 
provided for a 20 year guaranteed an- 
nuity of $1200 commencing in 1967 up- 
on payment of annual premiums of $386 
commencing in December 6, 1939, but 
the contract contained options to accel- 
erate the maturity date and to pay 
premiums in a different manner than 
above with corresponding adjustments 
in the amount of the annuity. The first 
prescribed premium was paid in Decem- 
ber, 1939, but in December, 1940, the 
option to accelerate the maturity date 
was exercised on payment of sums total- 
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ling some $24,000, whereupon appellart 
became entitled to a fully paid-up an- 
nuity of $1200 commencing December 
6, 1941. 

Held (F. Monet and W. S. Fisher), the 
whole of the annuity paid to annuitant 
in 1948 was exempt from income tax 
under IWTA s. 5(1)(k). The amount 
of the annuity specified in the annuity 
contract was $1200, which was the 
amount of the annuity paid appellant; 
the annuity did not exceed the amount 
actually specified in the contract, and the 
proviso to s. 5(1)(k) therefore did not 
apply. An acceleration of the maturity 
date is not an enlargement of the amount 
of the annuity: E. v. MNR (1950) 2 
T.A.B.C. 55, Tax Rev. 112, followed. 
June 21, 1950 Appeal allowed 


N v. M.N.R. 


Deduction of expenses — Musician — 
Promotion entertainment expenses — 
Purchase of special clothes — Motor ex- 
penses — Capital or revenue — Onus of 


proof 


N, a professional musician who de- 
rived his income from engagements as 
concert master and from fees for public 
appearances on stage and radio, claimed 
a deduction from his earnings for 1946 
and 1947 of (1) $207 expended in en- 
tertaining persons prominent in the mus- 
ical world whose goodwill he considered 
it necessary to cultivate; (2) $150 ex- 
pended in purchasing dress clothes for 
wearing when fulfilling engagements; 
(3) $300 expended in motoring expenses 
in connection with fulfilling engagements 
in his home city and calling on persons 
influential in the musical world in other 
cities. 

Held (Graham J.; F. Monet concurring 
in the result), the appeals must be dis- 
missed. The entertainment expense was 
not incurred in the process of earning 
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the income but antecedent thereto and 
was prohibited from deduction by 
IWTA s. 6(1)(a). The outlay for 
clothing was a capital expenditure: J. T. 
Case 625, 14 S.A.T.C. 528, referred to. 
The motoring expenses, so far as they 
were in connexion with business promo- 
tion, were not deductible for the same 
reason as the entertainment expenses, and 
so far as they were incurred in transport- 
ing appellant, his instruments and equip- 
ment in fulfilling engagements in his 
home city, were not sufficiently estab- 
lished by evidence to discharge the onus 
on an appellant of establishing that the 
assessment is incorrect. 

June 23, 1950 Appeals dismissed 


Delta Flour Mills Ltd. v. M.N.R. 


Depreciation allowance — Discretion of 
Minister — Assets bought by company 
from controlling shareholder at enhanced 
price — Valuation of — IWTA s. 6 
(1)(n) 

In February, 1947 G purchased from 
a business associate for $85,000 a flour 
mill, consisting of land, buildings and 
nachinery. In March, 1947 G brought 
about the incorporation of appellant 
company, in which he became the con- 
trolling shareholder, to which company 
he sold the mill property for $160,000, 
of which $154,000 represented the 
buildings and machinery. No deprecia- 
tion was claimed in respect of the prop- 
erty before 1948 in which year the Min- 
ister made a depreciation allowance to 
the company based on the price paid by 
G for the buildings and machinery, viz., 
$85,000. At the hearing appellant pro- 
duced a report made by an independent 
appraisal firm placing the value of the 
property considerably in excess of $160,- 
000. While no reason was stated in 
the assessment notice or in the reply to 
appellant’s notice of objection for the 
disallowance of a portion of the depre- 
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ciation claimed, counsel contended (1) 
that the claim was governed by the first 
proviso to IWTA s. 6(1)(n), and (2) 
that the depreciation allowed was reason- 
able and in conformity with the Act. 
Held (W. S. Fisher and F. Monet), the 
first proviso to s. 6(1)(n) was only 
applicable where a deduction for depre- 
ciation had been allowed previously, 
which was not the case here (and more- 
over, semble, the proviso is only ap- 
plicable to inter-company transactions). 
In basing depreciation allowance to the 
company on the amount paid for the 
property by G, there being no allegation 
of fraud or improper conduct on the part 
of G or appellant company, the Minister 
did not exercise his discretion on sound 
legal principles. As the evidence was 
not sufficient to enable the Court to de- 
cide the reasonable value of the assets 
the matter should be remitted to the 
Minister to determine the value of the 
assets and, if this had a reasonable re- 
lationship to the cost to the company, 
this should be the basis on which de- 
preciation should be allowed: Walker- 
ville Brewery Ltd. v. MNR [1942] 
C.T.C. 147, distinguished; Pioneer Laun- 
dry & Drycleaners Ltd. v. MNR [1938- 
39] C.T.C. 411, applied. 


July 26, 1950 Judgment accordingly 


P v. M.N.R. 


Chief business or occupation — Salaried 
employment and business activity — 
Loss-carry-over inapplicable — IWTA 
s. 5(1)(p), 10 

The Minister, pursuant to IWTA s. 
10, determined the chief business or oc- 
cupation of P to be that of (a) an em- 
ployee of an incorporated investment 
company, and (b) a stock broker, and 
for 1947 assessed P on the amount of 
his salary as such an employee less a 
loss suffered by him in his separate brok- 
erage business. P appealed, contending 
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that the loss from the brokerage busi- 
ness should rather have been set off un- 
der IWTA s. 5(1)(p) against a loss 
suffered in the same business in 1946. 
Held (per tot. cur.), the effect of the 
Minister's determination under s. 10 was 
that both P’s occupations constitute one 
occupation for tax purposes, and conse- 
quently he suffered no loss in 1947. 

June 23, 1950 Appeal dismissed 


Q v. MNR. 


Deduction of expense — Fee paid for 
investment advice — Capital expense — 
Not deductible — IWTA s. 6(1)(b) 


Q claimed a deduction from his 1947 
income of some $955 paid to an invest- 
ment advisory firm for their services in 
furnishing him with information and 
advice for the investment of his capital. 
The Revenue, however, allowed him only 
one-half of the deduction claimed. He 
appealed from the disallowance of the 
other half. 

Held (F. Monet and W. S. Fisher), in 
investing his capital appellant’s first con- 
cern was the security of his capital rather 
than obtaining an income: the relation- 
ship between the expense and the pro- 
duction of his income is too remote to 
permit the conclusion that it was wholly, 
exclusively and necessarily laid out to 
earn the income, in whole or in part. 
The deduction claimed was a capital ex- 
penditure and prohibited from deduc- 
tion by IWTA s. 6(1)(b). 

July 3, 1950 Judgment accordingly 


Stephen v. M.N.R. 


Income — Commissions credited but not 
paid — Whether “received” — 
IWTA s. 3 


Stephen was employed by a company 
as a salesman on a commission basis, 
and was credited with his commission 
in the company’s books when the com- 
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pany acceptec an order for goods ob- 
tained by him, but in accordance with 
the company’s policy he did not be- 
come entitled to payment of the com- 
mission until the company received pay- 
ment for the goods so ordered, which 
might be several months later or never. 
Stephen always reported his income on 
a cash basis. 

Held (W. S. Fisher and F. Monet), in 
view of the definition of “‘income’’ in 
IWTA s. 3 as sums “‘directly or indirect- 
ly received”, Stephen was not chargeable 
to income tax on commissions credited 
but not paid to him in a year and which 
he was not entitled to be paid in such 
year. 


June 30, 1950 Appeal allowed 


Deeth v. M.N.R. 


Travelling expenses — Postman — Car 
expenses on mileage basis — Revenue 
estimate — Appeal — Onus 


Deeth, a special delivery postman, re- 
ceived from the Post Office department 
in 1947 payments totalling $3,264.80 as 
commission at'10c per letter for deliver- 
ing letters and an amount for car ex- 
penses. In assessing him to income tax 
the Revenue allowed him a deduction 
for travelling expenses in the perform- 
ance of his duties of 7c per mile for 
23,000 miles. Deeth appealed, demand- 
ing a deduction of 7c a mile for 32,300 
miles, but his evidence in support of 
this mileage was based on an arbitrary 
estimate of 1 mile for each letter de- 
livered. 


Held (W. S. Fisher and F. Monet), in 
the absence of specific proof by appel- 
lant of the actual mileage travelled by 
him, the Court was unable to conclude 
that the Revenue’s estimate was arrived 
at on an incorrect basis, and the appeal 
must be dismissed. 


June 27, 1950 Appeal dismissed 
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MINISTERIAL ORDER 
FORMS PRESCRIBED BY THE MINISTER OF NATIONAL REVENUE 
July 11, 1950 


1. in this Order 


(a) “Act” means the Income Tax 
Act, 1948, c. 52, and amendments 
thereto; 

(4) “Regulations” means The Income 
Tax Regulations made and estab- 
lished by Order in Council P.C. 
6471 of December 22, 1949, 
and amendments thereto. 


2. The forms prescribed for the 1949 
taxation year by virtue of the provisions 
of s. 40 of the Act are set forth in Sch. 
“A” hereto! and are to be filed by the 
persons described therein. 
1 Sch. A contains reproductions of the fol- 
lowing forms: 
T-1 Short, Individual Income Tax Return. 
T-1 Short Newfoundland, Individual In- 
come Tax Return. 
T-1 General, Individual Income Tax Re- 
turn. 
T-1 General Newfoundland, Individual In- 
come Tax Return. 
T-3, Estates or Trusts Information Return 
and Income Tax Return. 
T-3 Supplementary, Estate or Trust Dis- 
tribution. 
T-2, Corporation Income Tax Return. 
T-2 Supplementary, Form Supplemental to 
Form T-2. 
T-2C, Return for Credit Unions Exempt 
from Tax. 


3. The forms of statements prescribed 
by virtue of the provisions of s. 98(1) 
of the Act are set forth in Sch. ’’B” here- 
to? and are to be filed by the persons 
described therein. 
2 Sch. B contains reproduction of the fol- 
lowing forms: 
Form 603, Remittance of Tax Withheld 
“Non-residents”. 
Form 700, Rentals, Remittance Form. 
Form R.R. 701, Rentals and Royalties Tax, 
Remittance Form. 


4, The form prescribed for the 1949 tax- 


ation year by virtue of the provisions of 

s. 104 of the Act is set forth in Sch. 

“C” hereto’. 

8 Sch. C contains a reproduction of the Gift 
Tax Return. 


5. The form prescribed by virtue of the 

provisions of s. 112(2) of the Act is set 

forth in Sch. “D”’ hereto‘. 

* Sch. D. contains a reproduction of the 
form T.D.1, Individual Tax Deduction 
Declaration. 


6. The forms of ownership certificate 
prescribed by virtue of the provisions of 
s. 116(1) of the Act are set forth in 
Sch. “E” hereto® and are to be filed by 
the persons described therein. 
5 Sch. E. contains reproductions of the fol- 
lowing forms: 
Form 600, Ownership Certificate (Stocks, 
Bonds, etc.). 
Form 600B, Ownership Certificate for Use 
of Banks and Trust Companies. 


7. The form prescribed for the year 
1949 by virtue of the provisions of s. 200 
of the Regs. is set forth in Schedule “F” 
hereto®. 
6 Sch. F. contains reproductions of the fol- 
lowing forms: 
T-4 Summary, Employers’ Return of Re- 
muneration Paid. 
T-4 Supplementary, Employers’ Return of 
Remuneration Paid. 


8. The forms prescribed for the year 
1949 by virtue of the provisions of 
s. 201 of the Regs. are set forth in Sch. 
“G” hereto’ and are to be filed by the 
persons described therein. 
7 Sch. G. contains reproductions of the fol- 
lowing forms: 
T-5 Summary, Companies’ Return of Divi- 
dends Paid. 
T-5 Supplementary, Companies’ Return of 
Dividends Paid. 
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P.D. 5 Summary, Return of Patronage dent nominee of all coupons issued by 
Payments. Canadian debtors, also, coupons,-and in- 
P.D. 5 Supplementary, Return of Patron- terest and dividend cheques issued by 
age Payments. British and Foreign debtors. 

Form 605A Supplementary, Statement of 


9. The forms prescribed for the year distribution to clients by a Canadian 
1949 by virtue of the provisions of s. resident nominee of all coupons issued by 
202 of the Regs. are set forth in Sch. Canadian debtors, also, coupons, and inter- 
“H” hereto® and are to be filed by the est and dividend cheques issued by British 
persons described therein. and Foreign debtors. 


8 


605B Summary, Statement of distribution 
to clients by a Canadian resident nominee 
of interest and dividends, other than cou- 
pons, paid by Canadian debtors. 

605B Supplementary, Statement of distri- 
bution to clients by a Canadian resident 
nominee of interest and dividends, other 
than coupons, paid by Canadian debtors. 


Sch. H contains reproductions of the fol- 
lowing forms: 

Form 609 Summary, Return of Interest 
Paid on Fully Registered Bonds and De- 
bentures. 

Form 609 Supplementary, Return of In- 
terest Paid on Fully Registered Bonds and 
Debentures. 

Form 609B Summary, Return of Interest 11, The form prescribed for the taxation 
Paid or Credited on Deposits. year 1949 by virtue of the provisions 
Form 609B Supp! lementary, Return of In- oF 5. 204 of the Regs. is Form “T3- 
terest Paid or Credited on Deposits. 1949” as set forth in Sch. “A” here- 


10. The form prescribed for the year to. 
1949 by virtue of the provisions of s. Sch. J. contains reproductions of the fol- 


203 of the Regs. is set forth in Sch. “I” lowing forms: 
hereto®. T-3, Estates or Trusts, Information Return 


and Income Tax Return. 
T-3 Supplementary, Distribution to bene- 
ficiaries. 


Sch. I. contains reproductions of the fol- 
lowing forms: 


Form 605 A Summary, Statement of dis- 
tribution to clients by a Canadian resi- Canada Gazette, August 27, 1950 


MARRIAGE CUSTOMS IN GLASGOW 
The Effect of P.A.Y.E. 


Mr. J. P. Halcrow, a Glasgow tax official who runs the inquiry office, writes in Taxes, 
the journal of the Inland Revenue Staff Federation — 


“It has been interesting to observe the rapid and remarkable change in marriage 
customs caused by P.A.Y.E. conditions [tax deduction from wage-earners at the source] 
in the past few years. At one time in Glasgow the favourite wedding seasons were the 
“Fair” in mid-July and New Year. Now the majority of taxpayers arrange their marriages 
during the closing weeks of the financial year and from the beginning of March onwards 
I am kept busy by prospective bridegrooms, brides, and even mothers-in-law, in person 
or on the phone, inquiring as to the “latest date” to ensure the maximum tax refund. One 
optimistic claimant explained that his religion forbade his marrying during Lent and in- 
quired if “special arrangements” could be made in his case. I was unable to hold out 
any hope for him.” — Taxation, November 5, 1949 
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